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U.A.B. REY BCONGREE EI 
All Values in U.S. I 


U.S. $1.00 = 3.86 dirhams (1978); 3.80 (1979); 


(1982) 
197 
Income, Production, and Employment 
GDP Current Prices 15,7 
Per Capita GDP Current Prices $16,8 
Crude Petroleum Production 667 
(millions of barrels 
Labor Force (thousands) 4 
Population (thousands) 9 
Money and Prices 
Money Supply 1 eT 
Interest Rates (December ) 
Average Lending 10 .6 
Average Time Deposit 8.0 
Balance of Payments and Trade 
Exports 
Oil and Gas 8,7 
Non-Oil and Re-Exports 1,0 
Total 9,8 
Imports (CIF) Sea 
Trade Balance 4,4 
Balance Current Account 1,6 
Balance Overall 1,] 
UAE Exports to U.S. 1,€ 
U.S. Share of UAE Exports ] 
UAE Imports from U.S. 3 
U.S. Share of UAE Imports 10. 


(1) Overall Domestic Liquidity December. Equ 
foreign currency. 





- INDICATORS 
-.. Dollars 


9); 3.70 (1980); 3.67 (1981); 3.67 


1978 1979 1980 1981 1982 
5,717 21,045 29,685 32,497 30,963 
6 ,839 $21,579 $28,378 $26,703 25,885 
667.8 667.8 626.6 549.0 459 
494 523.6 541 580.4 596.2 
930 973 1,043 1,107 1,186 
5,750 6,678 8,916 11,254 11,892 
| 
0.65% 11.24% 11.99% 12.14% 12.25% - 
8.00% 58% 10.03% 10.59% 9.49% 
8,766 13,867 20,073 19,509 15,968 
1,002 1,779 1,935 2,289 2,262 
9,858 15,646 22,008 21,798 18,230 
5,379 6,981 8,763 9,648 9,264 
4,479 8,665 13,245 12,150 8.966 
1,696 5,276 10 ,089 9,210 7,003 
1,116 2,421 4,865 3,515 1,635 
1,863 2,024 1,707 1,344 1,992 
19% 13% 8% 6% 11% 
541 786.7 1,021 1,200 1,183 
10.1% 11.3% 11.8% 12.3% 12.8% 


Equals M2 plus government deposits in local and 











SUMMARY 


The state of the UAE economy is reflected by oil/gas 
revenues and their use in both further oil sector development 
and government domestic expenditure. Considering the first of 
these, in the second half, UAE oil production has stabilized at 
about 1.2 million barrels per day. When expanded natural gas 
sales are factored in, revenues for 1983 can be estimated at 
14-14.5 billion USD, which is down from revenues of 1980 - 82 
but still well above that of 1979 which was a boom year. 
Recently published Central Bank figures show a 9.5 billion 
Dirham (2.6 billion USD) balance of trade surplus in the first 
six months of 1983 when oil exports reached their lowest level, 
reaffirming the basic strength of the economy even during this 
period of relative recession. 


While production of oil has been cut sharply in Abu 
Dhabi, in Dubai, it is stable and in Ras al-Khaimah and 
Sharjah, it is being pushed upward, although the latter two are 
Marginal producers. Sales of gas are up in Abu Dhabi, Dubai 
and Sharjah. More important, oil and gas development, plus 
exploration, are being pushed steadily in all the emirates, 
with activity at an all time high in the north. 


Despite the basic strength of the economy, it is ina 
period of contraction in the two wealthiest emirates, Abu Dhabi 
and Dubai. Expansion in Sharjah and Ras al-Khaimah has not yet 
begun. In Abu Dhabi and Dubai, financial authorities have 
slowed growth by cutting expenditures which skyrocketed in 
tandem with income in 1979-1981. Government domestic 
expenditure, the driving force behind economic activity, has 
dropped sharply from its 1981 peak. A much delayed ‘83 Federal 
budget sets expenditure at 18.4 billion Dirhams and estimates 
revenues at 12.9 billion Dirhams. It now appears actual 
expenditures will be closer to the income level than to the 
allocation figure. As in the Federal government, actual Abu 
Dhabi expenditure appears to be running at a rate well below 
allocations with only 30% of development funds spent in the 
first five months. In Dubai, government expenditure is 
providing little economic stimulus. Capital projects, federal 
and emirate, have been put in the deep freeze and will only 
Slowly start to emerge. With lag time required even after 
decisions to go ahead, initiation of construction (on new major 
projects - such as Al Ain Airport, UAE Defense Engineering 
Workship, Abu Dhabi Convention Centre, Abu Dhabi Central 
Emergency Hospital, etc ) will begin only late in 1984. 





The effect of government actions will be that the 
economic contraction that began in 1982 will continue into 
1984. This policy is deliberate, and stems not only from 
revenue drops but from a desire to control growth, reduce 
foreign populations and assure long term benefits to nations. 
The Gulf war has also created uncertainties for investment. 
Construction, trade, retailing and banking are in a period of 
consolidation. A shake-out has already begun in the 
construction sector and with a smaller economic pie, the number 
of competitors in all fields can be expected to decrease. 
Simultaneously, the trend toward Federal regulations which 
ensure profit for local contractors by limiting foreign 
participation will continue to strengthen. Population, which 
reached a high of about 1.2 million, is already on the decrease 
due to lower business activity levels resulting in staff 
decreases in firms throughout the economic spectrum. Although 
most people leaving are in the lower income classes, smaller 
population means reduced retail trade; reduced rents, reduced 
demand for services as expectations drop. The government is 
adding to this rate of decrease through strict enforcement of 
new immigration regulations and a freeze on hiring. Positive 
steps by the Federal Government to cut its work force are under 
study and actions to slash expenses through large scale 
reductions in force are possible in the near future. 


Recovery cannot begin before 1985. By then, 
expansion in Ras al-Khaimah and Sharjah will make itself felt, 
but overall, the return of higher levels of spending by Abu 
Dhabi and Dubai depend on high and stable prices for oil and 
gas plus improvements in Gulf security. None of these are now 
certain. Nor will existing or future surpluses necessarily be 
spent in renewed development on an extensive basis, i.e., for 
infrastructure or heavy industry. Intensive development, 
including light industry, may be favored instead. 


In any case, it is likely that the 1985 economy will 
be smaller and different in nature than that of the immediate 
past with the nation's population down 200,000 plus and far 
fewer major projects now that infrastructure is largely in 
place. 


The U.S. share of the market, concentrated mostly in 
oilfield services, can be expected to remain steady although 
volume may drop. Emphasis will shift in the direction of 
operations/maintenance and services. Significant business 
Opportunities still exist in the areas of oil field services 
and supplies, water desalination and power generation, 
computers and data processing, manpower training, health care 
delivery and agricultural equipment. 





THE ECONOMIC SETTING 


The country is a relative newcomer as an oil producer 
and to wealth. Oil was first exported from Abu Dhabi in 1962 
and Dubai in 1969. The UAE has had one of the world's fastest 
growing economies since the sharp rise in petroleum prices in 
1973 as government sought to transform an impoverished desert 
country with no roads or other modern facilities, and few 
people into a modern, developed state. The first decade of 
development saw an unmitigated boom characterized by 
duplication of infrastructure projects. Four emirates, for 
example, have international airports and the country has five 
significant sea ports exclusive of oil shipping facilities. 
Businesses and banks operated without significant legal 
structures or prior experience. 


To achieve its ends, the UAE had to import not only 
materials and expertise but people. Foreigners now exceed 
natives in number by a ratio of approximately 5 to 1. Economic 
progress was, however, extremely rapid and standards of living 
improved dramatically. The first years saw emphasis on 
physical infrastructure: telecommunications, roads, ports, 
electricity, water desalination, and city building. 


Oil production peaked in 1976-77 because income met 
the country's needs and considerations of oil field life became 
paramount in Abu Dhabi. Natural gas liquids, first exported in 
1979 yielded gross returns of $1.5 billion three years later. 
The sharp oil price rises of 1979 and 1980 resulted in quantum 
jumps in government spending and staffing as well as income. 

By 1982, the country's infrastructure was largely complete and 
the “reverse oil shock" already underway set the stage for the 
current act, on which the curtain has yet to fall - contraction 
of the economy. 


THE HYDROCARBONS SECTOR 


In Abu Dhabi where oil production capacity exceeds 
current need, the effect of the oil glut can be seen in delay 
of several large projects to bring fields on line. This delay, 
however, is only temporary since long range considerations 
prevail and the needs of the oil industry set a floor under 
activity as development and exploration continue. Added 
emphasis is now being put on development of non-associated gas 
reserves to provide a degree of independence from crude 
production levels for NGL and LPG export facilities. The big 
cuts in Abu Dhabi have come in plans for downstream petroleum 
and petrochemical industries based at Ruwais. Plans for 
projects have been shelved indefinitely causing the if and when 
of resumed development to become a prime question. Activity in 
the northern emirates is at an all time high. Three emirates 
are developing on expanding new fields while exploration is 
continuing. 





Proved oil reserves sufficient to last over 70 years 
at current production levels ensure the UAE long term-rank as a 
major producer. Continued exploration using computer based 
seismic techniques is still adding substantial quantities to 
known reserves of both oil and gas. At the end of 1982, total 
proved crude oil reserves were placed at 32.4 billion barrels 
up from 32.2 billion the year before. Of this figure, Abu 
Dhabi possesses over 29 billion barrels; Dubai 2.5 billion; and 
Sharjah the remainder. Ras al-Khaimah's reserves are as yet 
unknown but are unlikely to add significantly to the above. 
Proved gas reserves were set at 810 million cubic meters at 
year end 1982 - up 23% from the 1981 level. Abu Dhabi 
dominates here too, but other emirates have made sizable finds 
to date, with good future prospects for more. 


Three emirates, Abu Dhabi, Dubai and Sharjah are now 
oil producers with a fourth, Ras al-Khaimah, scheduled to join 
the club next year. Sustainable production capacity in the UAE 
approaches 2 million barrels per day and is on the increase. 
Since Abu Dhabi's new Upper Zakum field commenced production 
this spring, market conditions have kept its output low, at 
30-40,000. It might produce at a level of 150,000 bpd, perhaps 
more. According to government sources, full development of the 
field's potential would bring estimated capacity to the 500,000 
bpd level by 1985. Market and technical considerations would 
now indicate, however, that development will not be carried 
this far. Dubai (average current production 350-360,000 bpd) 
is adding capacity in its new ARCO run Margham field, and 
Sharjah is doubling the specified capacity of Amoco's Sajaa 
field to 55,900 bpd. Both of these projects, which will yield 
gas and 49-50° API condensate, are scheduled to be fully 
onstream in 1986. Initial production at Gulf Oil's new field 
in Ras al-Khaimah is scheduled to begin sometime next year. 


It is important to note that crude oil production 
peaked in 1976-77 when it reached the 2 million bpd level for 
the UAE - 1.7 million bpd for Abu Dhabi. Output then dropped 
because decision-makers in Abu Dhabi, feeling that income was 
sufficient to meet development needs, put a premium on 
technical considerations relating to field life and cut back 
voluntarily while instituting sophisticated programs of 
secondary recovery systems and single horizon production. The 
so called "oil glut" of 1981-82 which resulted in OPEC quotas 
caused further production cuts, all by Abu Dhabi, the main UAE 
participant in the field of international oil diplomacy. After 
lower levels early in 1983, Abu Dhabi production has regained 
the mid-800,000 bpd level. Dubai accounts for its traditional 
350,000 bpd and Sharjah for 5-7,000 bpd from its waning Mubarak 
field plus 32,000 bpd of condensate. Total production at 
present ranges from 1.2 to 1.25 million barrels per day. 





Export of natural gas to Japan, which is virtually 
the sole customer began in 1979. The UAE now has three NGL 
facilities: the Abu Dhabi Gas Liquefaction Company (ADGAS) 
which sells LNG on 20-year contract to the Tokyo Electric Power 
Company; the Abu Dhabi Gas Industries Company (GASCO), with 
annual LPG production capacity of 4.75 million tons; and the 
Dubai Gas Company (DUGAS). Recent low levels of crude 
production have lessened availability of associated gas to Abu 
Dhabi's plants causing less than full plant utilization. 
Achievement of independence from crude production levels to 
assume high priority in Abu Dhabi's plans. The onshore Thamama 
C gas project will begin to produce by early 1984 while work is 
going full speed ahead on development of non-associated gas 
resources of the deep Khuff formation offshore. Plans are well 
underway for a new LPG export facility to handle Sharjah's gas, 
which is now being flared. Consideration is also being given 
to a methanol plant to process Ras Al-Khaimah's new gas find 
but these plans are still in an embryonic stage. 


Despite the serious economic turndown, exploration 
continues at a high level, especially in the northern 
emirates. New finds in have-not emirates along with future 
development of the UAE's large gas reserves will provide 
significant economic impetus. 


THE GOVERNMENT SECTOR 


With all oil revenues accruing directly to the 
government, federal and emirate outlays constitute a form of 
"reverse taxation" necessary to support economic activity. The 
budgets of the various governments - notably the Federal 
budget, the larger Abu Dhabi budget, the Dubai budget - are the 
principal engines of economic activity. These are being used 
to slow growth. 


Government spending rapidly increased in tandem with 
revenues. Both peaked in 1980-81 and began to decline in 
1982. Federal outlays in 1983 are likely to be near the 1980 
level while Abu Dhabi spending could decrease to the levels of 
1977/78. Two charts make this clear. 





1977 (actual) 


1978 
1979 
1980 
1981 
1982 


1983(allocation) 


(est. 


* exclusive of contribution to Federal Budget 


actual) 


Federal Budget 
(in millions of Dirhams) 


Abu Dhabi 


Revenue 
5,989.6 
6,987.1 
8,868.6 

17,640.2 

23,193.7 

20,633.6 

12,900.0 


Government Budget 


Revenue 


21,602 

19,992.3 
25,210.6 
39,981 .2 
39,981.2 
39,578.0 
29,298 .0 


Expenditures 


6,625.8 
7,056.9 
8,692.4 
15,380.7 
20 ,633.6 
19,743.1 
18,400.0 
15,000.0 


* 


Actual 


Expenditure 


11,148.5 
12,012.9 
13,040.4 
13,604.6 
13 ,604.6 
18,169.9 
15,348.8 
14,200.0 


(allocation 
spending will be 


lower) 





Difficulties in projecting income accurately due to 
instability in the world oil market resulted in a 9-month delay 
in announcing the 1983 UAE Federal Budget. During this time 
the government operated under a form of continuing resolution 
which imposed freezes on new projects and unnecessary hiring; 
limited expenditures to 1982 monthly levels for wages and 
salaries, and dictated a 50% reduction from those levels for 
many areas of current expenditure. 


The budget finally announced in mid-August brought no 
surprises. Total allocations were set at 18.4 billion dirhams 
- lower than 1982 levels of allocation (22 billion Dh.) and 
lower than actual 1982 spending of 19.7 billion dirhams. 1983 
revenues have been projected at the 12.9 billion dirham level. 
However, the Ministry of Finance has made it clear that 
spending will be cut in an attempt to bring income and 
expenditure together. Thus, the deficit may be largely on 
paper. For instance, in the first half of the year, 
expenditure was running at 1.1 billion dirhams per month to 
bear this out and the pressure is on various ministries to 
prevent late surges of spending. Also, there has been a 
decision to eliminate government subsidies, like the subsidy 
for domestic petroleum products, which cost the government more 
than 350 million dh. per year. Foreign aid is to be determined 
in line with UAE financial capabilities and national interests 
- i.e., it will decrease. Services, such as education and 
health care, have been designated for similar decreased 
spending levels. Benefits in these and other areas which have 
been largely free to nationals and expatriates alike will soon 
be modified into a two tier system in which expatriates will 
pay some, if not all of cost. Already a system of national 
health cards has been planned to start in 1984 while, from next 
year, expatriate children whose parents are employed by the 
government will be admitted to public schools only through the 
primary grades. 


The most significant steps to reduce costs, however, 
are in the area of personnel levels. A committee headed by the 
Ministry of Finance is studying "“overstaffing levels" in the 
Federal Government's workforce of 40,000 plus and severe 
personnel cuts are in the wind. Such manpower reductions are 
inevitable - UAE Finance Ministry experts charged in 1982-83 
with reducing ministerial budget submissions found most of 
these budgets represented recurrent expenses linked to staff 
sizes - housing, salaries, education allowances, vacations and 
benefits, vehicle fleets, etc. Thus any significant reductions 
in budgets required parallel reductions in staffing levels. 
Only the Ministries of Finance, Petroleum and Foreign Affairs 
have been exempted from these cutbacks. 





Discussion is continuing of possible new sources of 
revenue for the Federal Government - from charges for services 
to a wide range of sales and income taxes. Many of these are 
difficult to implement but it may be a question of when rather 
than if taxation of foreigners and/or foreign firms is 
implemented. 


The Federal budget is funded chiefly by Abu Dhabi. 
Its own budget contains about DH 10 billion for the Federal 
allocation. Thus, if revenues from customs and other fees 
amount to Dh 0.4 billion, the Dubai contribution to a Federal 
spending goal of 12.9 is about DH 2 billion. Other Emirates 
make no significant contribution. 


Turning to the largest budget in the UAE, that of Abu 
Dhabi, total budget allocations for 1983 are 24.2 billion 
Dirhams including the approximate 10 billion contribution to 
the Federal Budget. Development allocations are 6.25 billion 
Dh. as opposed to 7 billion in 1982 allocations and 5.59 
billion dh. in actual expenditure. As in the Federal 
Government, actual expenditure is running well below 
allocations with 30% of development funds spent in the first 
five months. There has been little commitment so far on new 
projects and contractors have experienced considerable payments 
problems. 


Although Dubai does not publish a budget, it appears 
that little has been done in the way of starting new projects. 
Several necessary municipal projects are being implemented and 
expansion work is to be done on the airport. In addition, the 
dry dock facility has finally opened and more space is being 
leased at Jebel Ali Port. However, as in Abu Dhabi, Dubai is 
not actively injecting funds into the economy with new 
government expenditures. The lion's share of excess income 
accruing to both governments will continue to be invested in 
international assets pending increased Gulf stability and a 
renewal of confidence in future oil income. 


Overall in the UAE, the bottom line is that a lack of 
pump priming by government expenditure has and will continue to 
cause sharp cuts in levels of business activity across the 
board. However, it must be borne in mind that the levels of 
1978 to 80 were in fact, quite high. The UAE will continue to 
be a rich market. 





MEDIUM TERM OUTLOOK 


The contraction of the UAE economy which was set in 
motion by recent instability in world oil markets will continue 
in 1984. This is deliberate after Federal spending increases 
were 99% and 32% in 1980 and 1981 respectively, and increases 
in foreigners needed as workers, a feeling grew among many 
officials that growth was proceeding too quickly. However, the 
oil industry in this medium term will continue to progress. 
Exploration and development is continuing - with increased 
activity in the north. It is likely that Abu Dhabi will: 1) 
Slow the speed of oil development putting more stress on the 
maintenance side of the industry; 2) move quickly to develop 
sources of non-associated gas; 3) produce, even if demand 
increases, a maximum of 1.1 - 1.2 million barrels per day of 
crude - a figure which could actually decrease as 
non-associated gas projects come on stream after 1985-86. 

These policies reflect the spreading conviction in Abu Dhabi 
that the wealth of Croesus will not last forever, and that the 
government should extend the day of reckoning as far as 
possible while pursing more paced development. 


In the northern emirates of Dubai, Sharjah and Ras 
al-Khaimah, concerns are different. They are pressing higher 
production, even in a softening market, and Sharjah and Ras 
al-Khaimah will push development too. 


For instance, Dubai will develop its new Margham 
field to produce 75,000 bpd of condensate by 1986 and will 
continue production as usual at DPC. However, there are few 
major infrastructure projects in sight in Dubai. The Emirate 
is husbanding its resources. Similarly, significant revival of 
the re-export trade from Dubai will depend on a revival of Gulf 
trade, curtailed now by war and recession. Termination of 
current hostilities could be expected to result in a rebuilding 
binge from which Dubai, with its excellent port and transfer 
facilities, could profit handsomely. 


Sharjah is increasing its capacity to produce 
condensate. Gas sales will provide income by 1985. The 
emirate will produce at maximum capacity to feed needed 
development. Mid-1984 is the likely time to see a start on new 
projects even though the Emirate is also retiring its large 
debt quickly. Banks are willing to provide new funds, counting 
on future revenue potential. 


The same is true for Ras al-Khaimah. A large 
percentage of the money which Saleh field will generate 
sometime in 1984 can be expected to flow quickly to development 
projects which have not reached the levels of other emirates. 





The other Emirates, lacking local income, will depend 
on Federal spending. A pipeline to the Indian Ocean could 
generate construction and trade in Fujeirah, but Umm al-Quwain 
and Ajman have no such prospects. 


Significant investment and business activity began 
very recently and a modern infrastructure for business, 
including a viable legal system, is still in the developmental 
stage. Change is further complicated by the fact that the 
Federation itself is still developing. UAE ministries have 
begun to take over some functions formerly performed by the 
separate emirate governments which still retain control over 
most local affairs including taxation, mineral resources and 
commerce and trade. Until 1979, there was little federal 
regulation of business activity. Regulation was conducted in 
an ad hoc manner by the rulers of each emirate. 


Recently, however, the system has undergone dramatic 
change and development. Three trends are clearly visible: 


-- (1) A trend toward increasing regulation of business which 
is codified and at the federal, rather than emirate, level. 
Nevertheless, there is now a lack of codified law and published 
and indexed case law. Both in areas where law exists, and 


where it does not, there is some uncertainty about the way in 
which laws, regulations and policies will be administered. 


-- (2) Development of federal and emirate legal requirements 
concerning UAE national participation in business in the UAE. 
A growing but not insurmountable obstacle to foreign investment 
and business in the UAE is requirement for a joint venture with 
a local partner owning at least 51 percent of most businesses. 


-- (3) The establishment of the Gulf Cooperation Council in 
May 1981 made up of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, 
and the UAE may have marked the beginning of another important 
trend. It is still too early to gauge, however, the speed and 
degree at which GCC integration will progress. It is clearly a 
force for uniformity and centralization in the UAE. However, 
after slight delay, the UAE implemented unitary GCC customs 
rates initially scheduled for September. Proposed regulations 
in other areas have moved slowly. 


The bottom line is a more mature economy, going more 
slowly than in the past, in Abu Dhabi and Dubai,but pushed 
there and elsewhere by new oil/gas development and continuing 
high oil income. New growth will start on a moderate scale in 
Sharjah and Ras al-Khaimah beginning in mid to late 1984. 





Overall, the nation will shift priorities from 
infrastructure development to O&M, services, and human 
resources development while slowly encouraging small-medium 
transition industry. The boom of the late 70's is not likely 
to return. Governments will seek to husband resources for the 
long-term, and to provide the fullest possible benefits to 
nationals. Population will continue to decrease, especially in 
Abu Dhabi, until at least mid-1984. The present excess number 
of business competitors will decrease and the slower-growth 
economy will support the remainder with rates of return or 
investment closer to world levels. The UAE will remain a 
substantial but changing market for medium and long-term. 


SECTORAL REVIEW 
OILFIELD SERVICES AND EQUIPMENT 


The bulk of the U.S. presence in the UAE is in the 
oil sector and this area will continue to offer the best 
commercial opportunities for U.S. exports in the coming years. 
In the UAE environment, deterioration of equipment is extremely 
rapid and replacement, maintenance and workover on the 
extensive fields is an assured ongoing market. Despite the 
downturn in the oil market, which local petroleum industry 
circles view as temporary development of new production 
capacity in oil and gas, of gathering and pipeline systems, and 
of processing/storage facilities is continuing at only a 
slightly reduced pace in Abu Dhabi. It has actually 
intensified in the northern emirates. Major developments now 
underway are: exploration and development of the deep (17,000 
feet) offshore Khuff formation in Abu Dhabi for non-associated 
gas; development of 3 fields off Delma Island with major 
export/processing facilities by UDECO in Abu Dhabi; expansion 
of Dubai Petroleum Company's offshore fields; development of 
gas/condensate find by ARCO-Dubai designed to produce 80,000 
bpd by 1985; doubling the capacity of Sharjah's Sajaa field to 
55,000 bpd including gas processing units by AMOCO; development 
of Gulf Oil's new Saleh offshore field in Ras al-Khaimah 
scheduled to begin production in 1984; construction of a $300 
million LPG facility in Sharjah (bids opened 9/21/83); proposal 
for a methanol plant in Ras Al-Khaimah (letter of intent signed 
with Wheelaborator of the U.S.) 


UAE imports of equipment and parts reached an 
estimated $450 million in 1982, this is projected to increase 
by up to 50% during the next 5 years. Refineries in Abu Dhabi 
now have combined capacity of almost 200,000 bpd. A number of 
large petroleum/petrochemical facilities including a lube oil 
plant, a petroleum coking plant, and an aromatics facility 
which were put off in 1981-82 are expected to be tendered by 
ADNOC in 1984 providing additional impetus to the market. 
On-shore pipeline construction is a possibility. 





MEDICAL EQUIPMENT AND SERVICES 


The market for medical equipment, supplies and 
services has been one of the fastest growing markets in the 
UAE. Despite an austere Federal budget in 1983, $325 million 
has been allocated for construction or expansion of medical 
facilities. Health care, along with education, has been 
singled out as an area in which the government does not intend 
to skimp on benefits for UAE citizens. The UAE now has over 
5,000 beds in 27 hospitals and about 100 clinics. At least 
1,000 more beds are planned for the next 5 years. U.S. firms 
face stiff competition from UK companies which have 
traditionally played a large role in the UAE medical care 
field. However, reputation of U.S. for quality is high. 


TELECOMMUNICATIONS 


Telecommunications have expanded rapidly in the UAE 
with the number of phone lines growing from 25,000 in 1975 to 
over 300,000 in 1982 and telex lines from 8,500 in 1980 to 
13,500 in 1982. The Emirates Telecommunications Company 
(Emirtel) has recently let a major contract to Alcatel of 
France for conversion from dial to push button systems. 
Completion is due in 1986. The period 1982-83 saw no slowdown 
in development of telecommunications systems. U.S. firms are 
actively competing for an earth station in Sharjah for Arabsat, 
and for microwave telecommunications networks for the Abu Dhabi 
National Oil Company and the Interior Ministry, both of which 
maintain independent communications systems. Additional 
television stations are planned for the emirates of Abu Dhabi 
and Ras Al-Khaimah. Plans exist for a network of public 
telephones every 6 miles along major roadways and for submarine 
cables linking the UAE to India and Pakistan. American firms 
have found the UAE public telecommunications market difficult 
to penetrate due to a traditional UK influence and stiff French 
and Japanese competition. Military communications represent 
the largest new telecom market in the UAE. It is likely this 
field will provide significant export opportunities for 
aggressive U.S. firms. 





ELECTRIC POWER GENERATION/ TRANSMISSION 


UAE demand for electricity has grown 15-20% per year 
and current projections estimate a further doubling by 1987. A 
major new power station is planned for Taweela on the coast 
between Abu Dhabi and Dubai while discussion continues of an 
integrated national grid. Additional demand in rural areas 
offers commercial possibilities. Indicative of the high 
priority placed on development of generation capacity was 
August approval by the Supreme Council of a large power/desal 
station for the emirate of Umm al-Quwain. Prime areas for U.S. 
firms to seek business are in the operation and maintenance of 
facilities and in the petroleum sector which, with varying 
offshore and remote desert sites, has varied requirements for 
generation equipment. With rapid development underway in 
Dubai, Sharjah and Ras Al-Khaimah, there is a diverse range of 
opportunity from small portable generators to 300 mn 
power/desal units. 


AUTOMOTIVE PARTS AND ACCESSORIES 


The UAE imported between $90 and $100 million in 
transport vehicle spare parts in 1981 and 1982. Several 
factors, renewed demand for spare parts in Iran with re-exports 
from Dubai and UAE austerity budgets stipulating longer vehicle 
use before replacement, are combining to cause growth in this 
market in 1983 and probably through 1984. Private firms, 
affected by the recession, have sought increased equipment life 
further increasing demand. Sales of all types of spares and 
accessories represent good possibilities. The largest growth 
markets will be in buses which are to increase in number from 
550 to 750 this year and spares and maintenance equipment for 
military vehicles for the armed forces. 
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